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S02 CALIFORNIA LAW REVIEW 

mean "to the satisfaction of the reasonable man." 12 

In the principal case, a possible distinction is made that where 
the whole is unsatisfactory, then the promisee is not bound to ac- 
cept. 18 But where the contract is for a thing composed of parts, 
the unsatisfactory members of which can be replaced, the court 
applies what is really the doctrine of substantial performance with 
compensation for defects, although not expressly so stated. If a 
reasonable man would be satisfied with the work as a whole, the 
promisee is allowed compensation for such defects, and must ac- 
cept the work. 14 

/. L. K. 

Corporations: Liability of Stockholders of Foreign Cor- 
porations. — In Risdon Iron & Locomotive Works v. Furness 1 the 
English Court of Appeal refused to enforce the stockholders' lia- 
bility laws 2 of California in a suit against a British stockholder. 
The company had been organized in England to do business in 
England, America and Australasia. By virtue of such a provision 
in its memorandum of association the company came to California 
where it was regularly admitted as a foreign corporation, and 
where it contracted the debt sued upon. The court held the pro- 
vision permitting the company to come to America an insufficient 
authorization to render the members liable to the California law. 
Pinney v. Nelson 3 was distinguished on the ground that in that 
case California had been specifically mentioned in the articles of 
incorporation, thus furnishing that consent required by the Court 
of Appeal. Other American cases could have been similarly dis- 
tinguished. 4 

But in Provident Gold Mining Company v. Haynes 5 a de- 
cision of the Supreme Court of California, the facts were identical 
with those of the Risdon case. An Arizona corporation whose 
stockholders enjoyed limited liability was by its articles empowered 
to do business in such other states and territories as its directors 
should from time to time deem expedient. It entered California on 
the same terms with domestic corporations, 6 and there incurred the 
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debt in question. The California Supreme Court applied the doc- 
trine of consent announced in former cases 7 and in the Risdon 
case, and upon such basis held the stockholders personally liable. 
The court rightly refused to distinguish between words empower- 
ing the directors to do business in a specific place and those leaving 
the state to such directors' discretion. Consent can be as well im- 
plied from a general as from a specific authorization. Both are 
deemed given with full knowledge of the laws of any state which 
the directors may choose. 

This extension of the doctrine of the earlier cases is to be com- 
mended, but it would seem desirable to have a more absolute theory 
of liability as a basis. If the articles of incorporation had contained 
nothing expressly permitting the transaction of business elsewhere, 
but the corporation had been such as might naturally do business 
outside the state, its stockholders would not be bound under the 
reasoning of the principal case. Yet merely becoming a member 
of such a corporation would appear to be a sufficient authorization 
to bind such member. In fact, the same applies to all corpora- 
tions. Any one becoming a stockholder thereby authorizes the 
proper officers to use their discretion in doing whatever the articles 
of incorporation and state laws permit them to do. If in pursu- 
ance thereof the corporation comes to California it may be argued 
that the stockholder has authorized and consented to this course 
of conducting business and to all the legal consequences thereof, in- 
cluding personal liability for debts. In other words, the creditor's 
success in resorting to the stockholder should not depend upon 
whether or not the latter's authorization is expressed in the articles 
of incorporation. Otherwise mere omission to state the same 
would mean exemption from liability. 

The theory that the corporation is the agent of the stockholders 
in contracting obligations has found support in several decisions, 8 
and would, if applicable to the case in hand, supply a rational basis 
of liability. But no decided case has yet gone to this length in 
dealing with a foreign corporation, and on strict legal analysis the 
theory that the corporation represents the stockholders may con- 
flict with the entity doctrine. 9 So, although the consent theory in 
its present state of development would seem not to be of universal 
application, it will do justice in at least a restricted field until a 
more dependable basis of liability is evolved. 

/. G. 
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